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Exhibit 1: Anonymous Allegation Received by
Physical Delivery on August 31, 2011
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Please investigate the position limits ridemaking (PT Rprocess that has taken place
here at CFTC. This rule 1s about o o final, but iU°s brolken, it cannar be
implemented. When the industey (or the Hill) sees this, they will investigate the
process and the many internal mis-steps, waste, and improprieties will surface.

As written, the PLE cant be connected o the Swapy reporling rule vpen which it
depends for implementation. I reporting does nat allew for the caleulations of
positions (as required by the rule) then, position limils cannot be enforced. The
Swaps tule has been well received wnd viewed as reasonable, thooghitlol, and
inpelemntable.

Steve Sherrod the leader of the PLR team is responsible for this wasted, misguided,
agency effort for the following reasons,

e culled experts from the original weam because they disagreed with his point ol
view for the direction of this rule. The final rule is not g commitlee/staft praduct,
it is his alone, He has met with several industry labby groups, so | suspect some
fraud and dishonest ellor here,

Ihere was about 15 people om geross the agency, now there are only about 6. Al
the currant team members have less than 18 months of CFTC tenure, 4 have less
than 2 yeurs of futures industry experience, 1 attomey and 1 statistician were hired
within the Jast year. Steve selected these people beeause he knew they would not
get in his way. Plense interview the members ol the origing! [ull team, they will
veriby this,

The rule is broken and 1 Fear that it investipated externally, the (1710 wall greatly
suffer. So many staff are talking aboul this that T also think it will probably leak
oul, That 1s unacceptable.

The CFTC will have to live with the results af this hroken rule lor vears. Some

others are hesitant to come forth because this rule gets so much artention. 11 is «

major agenda item of the Chairman, Tle is a powerlul person. But, this is a very
serious matter,

I'he rule effort has been a waste ol agency resources and an abuse of power, and
perhaps some fraud. Mr Sherrod is unethical and dishonest in his pursoits in this
anel other malters, 10 this gets out, (to the Hill), the damage would be mmense.

Exhibit 2
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Exhibit 2: Anonymous Allegations Received by
Email
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From:

Sent: Wednesday, August 31, 2011 2:33 PM

To: OIGEmail

Subject: Insider reports dishonest effort in rulemaking, sabotage of rule, potential market harm
Dear Sir or Madam,

I am a CFTC employee writing through pseudonym since I am afraid of renewed retaliation. I believe a team
lead of a crucial rulemaking team has acted dishonestly and led his team to a point were their rule is not
implementable.

I am referring to the rulemaking on position limits. The team was gradually trimmed until it was left with only
the most inexperienced staffers so that the team lead would have absolute control. The position limit rule
depends for its implementation on the work of another rule, the swap large trader reporting. Since you cannot
limit positions unless you can measure them, the poslim rule is limited by what the SLTR requires traders
submit. The SLTR was thoughtfully written and was out for comment, receiving just a handful of minor
comments. It is to be implemented in three weeks. Yet, the poslim team lead chose to forge ahead with a plan
that required a completely different information set and is thus planning to propose something that cannot
possibly be implemented. I find it hard to believe this was by accident (Is utter incompetence something you
look at too?) and suspect the motives of this person.

Gutting out the intent of Position Limits as required by Dodd-Frank, wasting taxpayer monies, steamrolling
over other staff, proposing a rule that cannot possibly be implemented, is wasteful. More than that, it is
dishonest. I hope you investigate before it is too late. Perhaps there is a chance to rectify before the CFTC
damages markets and public confidence.

Thank you, .

Anonymous.
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From:

Sent: Frida mber 09, 2011 9:33 AM
To:

Subject: Re: Reply to your email-Urgent
Thank you, -for responding.

I am simultaneously terrified of complaining and appalled by what is going on with the rulemaking on position
limits. By now it may be too late to do anything: a proposal has been circulated, meetings with Comms are
taking place and a new draft with their comments and compromises is due end of next week.

Perhaps it is best to just let it come out and when you see all Comms distancing themselves from it and all
parties outraged, you will have more time and sources to review how we ended in this mess.

In a nutshell, the rule on position limits depends on gathering information in a very peculiar way, alien to
industry practice, even academic practice, and most importantly, alien to how the Swaps Large Trader
Reporting Rule was designed. So, it is not implementable unless the SLTR is modified. However, that rule was
finalized with few comments and was supposed to be put in practice starting in two weeks. Now Sherrod is
asking that SLTR rule to change to fit his PosLim rule. This would require such major changes that it would
have to be delayed, reopen for comments, etc. Crucially, the new data would perhaps help his rule, but would
make it nearly useless for any other purpose, like Risk Surveillance or even Market Surveillance.

Simultaneously, Sherrod is drafting the new rule to be a complete cave out. This way perhaps people out in
industry will not notice the mess as much. When the limits are so high and positions so easy to offset, they
would NEVER get hit, How can anyone know that they are not really implemented?

This was a completely avoidable problem, the incompatibility of two rules that should work together, since
both rulemaking teams used to work together under Bruce Fekrat. Sherrod sneakily got Bruce kicked out and
kept the PosLim staffed with inexperienced people whom he could bully. There was no check on him, he
worked nearly secretely (as he always does) and upended the whole thing. Was this incompetence,
mismanagement from above, or outright sabotage. That is the question.

For those of us that devoted over a year of our professional lives to rulemaking, it is devastating that we will
have to hide in shame in our resume what should have been a signal effort for an attorney at the CFTC.

If you want to know more now though, I would suggest chatting confidentially with the team on SLTR and
some of the people in the PosLim rule (e.g. Salman, Kim, etc)

I am way to scared to come out to OIG, specially if what I hear is true and Sherrod ends up there. He would be
all over me and I would have to leave the agency.

1 hope you do look into this for the credibility of the Agency. Working at the OIG, I hope you have the
courage I cannot find.

Best of luck.

AP

On Wed, Sep 7, 2011 at 9:06 PM, ||| GG 2.1t cov> wrote:

Thank you for expressing your concerns about the proposed position limit rules and related matters.
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Can you please provide me with more specific details so that we can efficiently evaluate your concerns?

Members of the Office of the Inspector General are available to confidentially meet with you at any location to
acquire any information you have on the matters you stated in the email dated August 31, 2011,

I can be reached at 202-418-5115.

Time is of the essence.

Waiting to hear from you,
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